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Net Sales $ 623,238 $ 672514 $677.216
Income (Loss) from Continuing Operations $ 12,182 $ (28.2386) 5 10323
Income (Loss) from Discontinued Segments 5,303 54.296 (243.799
Extraordinary Credits 38,744 — _
Net income (Loss) $ 56,229 $ 26.060 $(233.476
Eamings per Conimon Share
Primary
Continuing $ .64 $ (2.24) $ .50
Discontinued 37 3.86 {18.07
Extraordinary 2.70 —_ —
Net Income (Loss) $ 3aIn $ 1.62 $ (1757
Fully Diluted
Continuing $ .70 $ (1.57) :
Discontinued .30 3.07 ’
Extraordinary 217 — -
Net Income $ 3.7 $ 1.50 ’
Cash Dividends per Share
Preferred $ 120 $ 1.20 $ 1.20
Common $ .50 $ .80 $ 77
*Figure omitted—not difutive.
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Sales of GAF's chemicals and building r
in 1972 were $623.2 million compared w
sales of $672.5 million. Direct operating
however, rose from $18 million 10 $23.8 ¢
primarily from generally lower raw matel
costs. more favorable pricing and a dran
upturn in buitding materials sales in the .
half of the yoar.

Net income was $56.2 millionor $3.71a
primary compared with $26.1 mitlion or ¢
share in 1981. Net income in 1982 was fi
sffected by an extraordiisary credi' of $3
representing the residual assets in the §
Employees Retirement Plan which was |
nated December 31 in favor of an improy
retirement benefits program, and by the
ment of GAF's antitrust lawsuit against E
Kodak Company. Net income also inclut
million from the sale of tax benefits purs
the Economic Recovery Tax Act of 1981.

Settlement of our lawsuit against Eastm
Kodak in April had a benefit of $16.6 mill
including a $9 5 million cash payment 2
missal of an Eastman Kodak patent suit
the company, permitting the reversal of ¢
serve of approximately $7.1 million.

Excess funds frotn the terminated retires
plan were the result of profitable investr
over the years by the fund’'s managers a
successful conclusion in January 1982 ¢
restructuring program which reduced sa
employment about 60 percent. Most of t
money in the former plan was used 10 L
an annuity contract that guarantees pari
and beneficiaries their accumulated ber
This is discussed in other sections of thi

Losses in building materials were icwer
than in 1981. Saies suffered as the cons
industry endured its worst recession in &
but the effect on profits was partially offs
lower costs for asphait, iower carrying ct
reduced inventories and a June price in
for residential roofing. When interast an
gage rates began to decline at mid-year
downward trend in rooting demand was
and we were abie to resume production
number of plants that had been temporz
down for lack of demand. The onset vf e
recovery became clear later in 1982, an
along with the entire building materials i

G-I_EPA0020760




A e D DR it b AT WY I AT TH ] Reah
and mortgage rates, and projected housing
starts of 1.4 1o 1.5 mrillion in 1983 as compared
with 1,060.600 in 1982, there should be signifi-
cant improvement. 1i.2 release of pent-up
demand in the re-roofing market, our stronges!
contributor to sales, is becoming evident,

The economic conditions which denressed
building materials sales had less effect on our
chemicais business in 1982, and we maintained
high profitability. Domestic sales were down
somewhat primarily because of fourth-quarter
inventory reductions by some of our major
specialty chemicals customers. Export sales
remained strong, but the stzength of the U.S.
dollar contributed to reduced profits. Although
1982 sales were ofi throughout the industry,
GAF increased its worldwide share of market
for a number of specialty chemicals. GAF ranks
very high among U.S. chemical companies in
operating return on chemicals assets, and ve
expect (o maintain that strength in coming years
Noew product development, thouch costly and
often risky. means continued hign return on
investrivent long into the future. GAF, a pioneer
in acetylene chemicals production in America,
remains a world leader today in this highly
spe.alized finld of chemistry.

Capital expenditures were $°7.7 million in 1982
with projects carefu'ly selected and targeted at
increasing capacity for cherricals. modernizing
our network of building materiais plants, and
necessary pollution control programs.

On March 22 the company announced it had
receiver inquiries and would consider the possi-
ble sale of our building mate rials busiriess, the
merger of the entire c¢ tporation, or a ¥.-4sible
leveraged buyout. We have had s grear many
discussions with interested corpur ations, private
groups and investment bankers. Some have
dropped cut but others are -sontinuing dis-
cussions. Some potential purchasers for the
entire company have been deterted by the pros-
pect of continued ashestos litigation, especially
in view of the Manviliu petition for bankruptcy.
We beligve that their coneern is exaggerated,
since we have a great deat of insurance and
GAF's legal costs and setlements in asbestos
cases are paid by our insurance carriers.
Nevertheless, the concer does exist.

The board of directors and management have
as their main goal the maximizing of share-
holder values. whether by improving sales and
earnings or otherwise. That is why the
redeployment programs of 1978 and 1981 were
undertaken and success'itly carried out, and
why the company is willing 10 consider sale

of part or all of the business it it is in the best
interests of shareholders to do so.

o I TCLUILLE UREDL TTTHUVG Lo Laal | P st
ard r2duce the cost of doing tusiness. We ‘ur-
ther reacned corporate expense by cutting ba~k
on corporaie staff and consolidating corporate
functions, thercby reducing office space. We
also froze executive salaries during 1982. In July
the board of directors reduced quarterly divi-
dends to five cents a share on common stock.
The company signed 2. agreement in July with
a 10-bank consortium for a $100 million revolv-
ing credit facility at the prime rate, replacing

one of $225 million signed in February 1981in
connection with the successiully concluded
restructuring program. As discussed in the
financial section of this report, the new agree-
ment, among other things, restricts the payr -t
of cash dividends on GGAF common stock.
Preferred stock dividends are not affected.

GAF 1s grateful for the loyat support of its share-
holdrrs and customers, and for the dedication
and consistent high leve! of performance of our
emr loyees. Togetiter we have come through the
mosit challenging period in GAF's history and
havz emerged a stronge: more streamiined
corapany, determined to resume our long racord
uf yrowth and achieve greater profitability in tha
years ahead.

By Order of the Board of Directors

Llerner

Jesse Werner
Chairrnan of the Board

February 16, 1983
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network with mrtin ase facilti.
Australia, Brazil, Canada, Japan, Mexico,
East and Singapore.
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sales of $300.8 million. Direct ¢perating profits
of $50.1 million were 11.5 nercent less than 1981
profits ci $56.6 million.

Domestic sales and earnings were affected
mainly by a drop ir sales vclume during the
fourth quarter as some of GAF's major custosn-
ers reduced year-end inventories. Income

also was atfected by higher costs for anerqy,
labor and raw materials during 1982 while
prices remained at 1981 levels most of the year.
Across-the-board price increases of from five

io seven percent for GAF's acetylene chemicals
were implemented on January 1, 1983.

Export sales of $77.6 million were slightly higher
than in 1981, but protits declined $2.4 million
because of the continued strength of the U.S.
dollar abroad. Chemicals account for nearly all
foreign sales now that the company's redeplcy-
ment program is complete and ynrelated
businesses in Europe, Ausirailia and Canada
have been soid. Accordingly, organizaticnal
streamlining was begun in 1981 and the chemi-
cals operations, domestic and internationa!,
were consolidated in 1982,

Specialty chemicals manufactured at GAF
plants in the United States are sold throughout
the world through GAr subsidiaries and dis-
tributore. Butanedic! and tetrahydrofuran (THF)
ar2 aksw manufactured in Marl West Germany,
and sold in Europe by GAF-Huls Chemie, a joint
venture between GAF and Cheryi, sche Werke
Hills. and by the GAF international sales force.
In Belgium GAF manufactures a complele line
of filter products for worldwise sale outside the
United States. GAF s Canadi~n and Brazilian
companies now also manulacture filters.

GAF is a leading producer of butanediol, anim-
poriant intermediate chemical from which most
of its family of acetylene derivalives evolves,
THF. a solvent derived from butanediol, is used
in vinyl and polyurethane products, for coating
magnetic tapes and cellophanes and for making
such products as shrink packaging and PVC
cement

Gafite* PBT (polybutylene terephthalate) engi-
neering thermoplastics, also based on butane-
diol, met increas.ed demand as new formulations
were developea 10r such diverse uses as eleclri-
cal connactors, automobile fender extensions
and ice cream dispensers. The newest of GAF's
engineering resins, Gaflex" thermoplastic
polyestar elastomer (TPE). superior to rubber in
many applications, was introduced in June.
Gatlex resins combine heat resistance. load-
bearing strength, plus solvent and fatigue resis
tance not found in non-polyester elastomers.
GAF’s Calvert City. Kentucky. plant manu-
factures PBT. and facilities there are being
expanded for increased Gaflex TPE production.

6

more Ihan a2 MINeN, is piavied 1o grow at
yearly rates approaching 20 percent,

Faciliies als:. were expanded at Calvert City fo
meet growing demand for Polyclar " AT and
Polyclar * 10, u>ed masnly tor clariication and
swahilizatior: of t:everages, and for Polyplasdont
XL* cross-linked polyvinylpolypyrrolidones
(PVPP) used in pharmaceuticals. Polyplasdone
XL cross-linked polymer (crospovidone NF) is &
significant factor as a tablet disintegrant for the
multivitamin industry. A second-generation Poly
plasdone XL 10 with enhanced moisture resis-
tance was introduced for use in coated tablets.

Capacity was nearly doubled at Linden, New
Jersey, for Igepon* AC-78 surfactant for de-
tergents, soaps and cosmetics. Sales have
increased markedly since Igepon AC-78 surfac-
tant was introduced in 1979. In Europe resale b
GAF of surfactants and other speciaity chemi-
cals increased significantly.

New hairsprays based on Gantrez® polymers
were introduced by the cosmetics industry in
1982. GAF, the recognized leading suppiier to
this market, developed two new Gantrez resins
during liw year for this most active segment of
the cosmetics marketplace. Another new prod-
uct, Gantrez MS-955 resin, was introduced as a
polymeric ingredient for denture adhesives.

The company aiso brought out new members o
the Gafgard™ family of radiation cu:able coat-
ings, first marketea in 1981. The new entries
include Gafgard 280 coating specificaily de-
signed to increase flexibility in curtain coatings,
and Gafgard 238 oligomer for use in coalir.gs fc
such flexible substrates as plastics, textiles and
leather. Galgard ultraviolet-cured coatings are
ecpecially weicomed by the burgeoning home
computer industry to protect cathode-ray tube
display screcns from being scratched. Gafgard
233 coating also is used on selector panels

for television sets and to shield plastic lenses
without degradir g opiical clarity.

Mineral Granules

Sales of roofing ;ranules to outside customers
improved over 1381, and GAF is in an excellent
position to serve: the housing industry as con-
structiori contir.i.es to increase in the eightics.
The compary mines a tough. non-porous hasal
rock from its own quarries and produces various
types of natural and colored ceramic-ceated
granules at fous plants in the U.S. They are sold
to virtually all other roofing manufacturers and
used by GAF s building materials segment.
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GAF* Chemical Products

High-pressr:e

Accdyiane Derivalives
Monomers

2-Pyrol* monomer iot
aylon-like hnear polymer,
solvenl and intermediate.
solubilizer lor drug-achives;
Y:Pyrol* comoenomer and
modilier lor adhesives.
coatings, libers. e1¢ Inter
medhate; Alkyl vinyl ethers
monomers for copoiymers,
intermediates.

Palyvinylpyrrolidane {PVP)
for cosmelics, achesives.
delergents. coatings. pa-
Eer. fexile. specialty usies
Plasdc ne* phanmaceulical
tablel binde: and coating
agenl: Plas¢! - - C exerp
lentior inject s, btood
plasina expuinter Poly-
clar- AT statnhizer 1o b,
wine. vtnegat. jukce. Poly-
plasdor.e XL tablel
disintegrant for phar-
maceuticals. Ganes -
potvmers for pigment iy
persior, as prolechive
colioids. cosmeln: . xids
tives; PVP, VA copismens,
film formars 1or adhosves
cosmehcs, ate : Peloctron
emulsion Copelyme. i
binder. stabdizer, opacties
for vanious vses Galqual®
copolymers for skin- and
hau-cive producls

Vinyl Ether Polymers
Ganirez* AN copaiymers
for adhesive doterqent.
photograph:  sextie i
phcations T+ suner { ang
LN for pasnits aned thor
{atex systoms: Canliee S
resing for rap cold-wate
soluybihty used n de-
tergents. Nantiez® E3
resins lor cosmehcs. coat-
ings. pharmaceuncals.
GantreZ" M rosins o ad-
heswves ard cualings, a
latex heal sensti e Wil
AoRMIGrating pilashc::er

BLO"* solvent for 2gn-
Cultural and lithugraphic
apprcatons: Buianeaod,
intermediaie lor therme-
piastics. chain extender

for urethares; Butenedior.
intermediae for pharma-
ceuical and agucidn Al
chetcal synihesis; Bu
tynediol. agnaoltural
ntermediale  CoROSIn Y-
Aibitor: M-Pyroi* soivent for
aromalic exteachon of lube
ous high temperature pias-
ics syntnosis: Methyl-
amines: reactive chemicals
lor peshcides, phaima:
veuticais, detegents N-
Subshtuicd pyrioidones
Ior furmulaing puniving. o°
mocessing of coalings.
crugs. dyes. plashcs, eic
Propargyi alcohol inter-
mediate for aanculiurat ani
pharmacrutical chesmmcal
SYNhigtits COMMGSION [T TR
tor. Tetrahyd-olurzn fer
magnatic faps coatings. ¢
acton synthisis, PVC pipe
- oS, vinyl coatings

ndusinial Drganic and
Inorganic Gheraicals
Surfactant \2lermedlates
Nonylphenei. Dodecyiphe.
nol: Sociem Isethionale .
Sarcosing, N Methyltaunng

Carbenyt Iron Powders
Microseopic-size spheres.
containmg as high as

99 5% melallic iron. used in
YHF and UHF crrcuitry,
fansmeies. IoCovers.,
radar absarbing compo-
nents, and in powder
metaliurgy.

iron Pentacarbony

A technicol grade, beter
thin 99 5% purn. for use as
start ng matenai lor cheim-
Gislly pure s, anbknoei
acent lor gasdoiing dnd e
el lued. cotayst in hydro
carbon synthess, el

Specialty Chemicals
Antioxidant

Uvi-Nox* primary ani-
oxidam Tor polyciefing:
monomer inhibulor

Antistats for Plastics
Galac phosphate eslers
ior PVC. polyolefing. poly-
slyrene

Biocides
Biopat® exdophors lor
delergent-saniiters

Corrosion Inhibitors
Butoxyne® 497 I ad
pickhey  clerrropiating,
specally apphicahions. Ka-
tapenc' VV-328 corrosion
hibiter i steel. copper.
dlumnum: AlSO lor petro-
feum processing, dniing,
ANHZING

Lub.icants

Anlina* extremne - presauns
addives lor metalworking
thads

Sequesirants

Choelox* sequestrants
chelate trace metat i
punties i textrle pro-
cessing. lealher dyetng.
pager processing. Clanty
hquid soaps and sham.
rOOS: stabilize rubben
laices and agrculiurdl
chemici emulsions. se-
quester calcium. ron.
Copper. MAYresum, hn.
etc.. i hand waler dmd wet
processing

Textile Auxibacios
Diazopon SS-HAY dspi
sanl. Galttea PT prun
paste ickener $ilape
VP32 retarde hor Cotionu
dyes. Peregal  dyean lov
ehng. sthpping as-1§tants
Suidogen dye i .,
agent tar dirngt e - ein
veiopet dyen, Surormime
AT solien iubreart ansg
ANUSIAL e bexbelan, et
pAgIt

Other Specialty Chemicals
Blancal* dispersant and
pephaing agent for pg-
menis clays, aal other
solids in paper. agueullunal
cherneals. iatices; Gala-
mide ' CRI0-518 fpam
stabihzer for iquid chsh-
washing prducts. dry-
slearning. heavy-duly deter-
gyenis: Galgard ~ radhation-
curable coangs, Saftrome ™
etackion-beam resist and
Lrocessing chemigals for
the manufaciure of mte-
-ated circuns

Surfactants

Nonicnics

Antarox " surtaciants, iow-
foaming household and
niusmat dolergonts;
Ertulphogene” emulsitnrs.
toaming tight- or heavy-
duly detergents, latex

stz bihzers; Emulphor -
dispersants. emuisifiers,
an »siats. lextile lubricanis:
Igeval~ surdactants for
cliuzmeai and thernial sla-
bility n exule and paper
precessing. hydrocarbon
and agncullural chenmical
emulsitication. geiergent
cornpounding, ermulsion
polymenzaton. elc,

Anronics

Ahpal  hugi--loaimimne:, de-
terjents Ior houselrald
producls. s(atc ceri.ol.
oAty engls i Aflon;
Antare  iubnednts Aard Lot
W0 Qnnhubins i ok o
Wi Ivised sys‘ems
Uatlite, detergents and
nhlae s wathe antstane,
ks atien) ant gushog
TSI feroperr ey
Thteam T AN au dilng
suztan tant lor ol and Gan
WIS IQejan  detnigems
A Tlrig agents arel o
pirsants elb hgh o
e -feaimieg atd - wingeit:
Lieoweth S use1

Iex e Aot Muindd sartaco e
Tereseiney adsed o0y w-tronl s
SapntViecho s et Avneasilie, o
“hemcais, Nekal weting
sgetls B paper tealile:
nmnl ok anoicatico s

Katzpol* waler-soluhle
ernisihiers, for minecal ols
and agricultural chemucals.
antiprecipitants and textie
leveling agents: anustat
and lubncant for wool and
synthelic liber processing

GAF - Engineering Plaslics

Thermoplastic Polyesters
Gahte: Galitg - LW, and
Gatiul* polvbutylene tereph-
thalala (PBT) molding
comprrands for aulomonuve.
mechanical, viectncal:
electrome. apliance.

and business mactune
componenis

Thermoplastic E'astomer
Gaflex* thermoplashe poly-
esler elastomer in blow-
molding. exirysion. and in-
techon-molding grades lor
heflows, hosing. lubing.
sheelng. loolwear, spuring
goods. and aulnmotive and
gleciione uses.

GAF - Filter Systems®

A somplete ne of pres-
sure-vessel hlter systams,
neluding Snap-Ring ™ Niter
bans. 10 maet the baquid -
frsbian needs ol mosi major
indusines, cartndges lor
oud hliraton,

GAF- Mingral Producls

Natuiral and coramic-
colared minerak graoules
A ittty b vazteen Y-
1048 and Cabbiealedl colas
for rooiing and othes 11g0s
it filige s

Services

Custoni inanuiacture of
pharmas cute - aqncal
Turas. andd ine e speaiatty
chemicials in deveinpmoent
i s Tiely La! GuANkies

*Nol aveibo i r b Lintes.

Stinles
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GAF glass hber mat is
used as abase for GAFS
asphalt roofing shingles
and built up roofing
products.

GAF line of products for
the rasicgntial and com-
mercial construction
industries.

GAF poduces asphalt
roofing shingles from
ofganic and glass suk -
sirate: al plants from coast
to coust.
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$371.7 milivn despde signiticant improvementl
inthe second haif. Interest rates i r mortgages
and hkome improvement lnars cased slightly 2l
r.id-year but not enough tu offset scasonalty low
aclivity in the housing market dunng the winter
of 1981-82. the nadv of the home consiruclion
ndustry's worsl recession in 36 years,

A direct operating loss of $2€.3 milhonin 1982
compares with a 1981 loss of 3238.6 miion thal
included a $15.1 mithon write-off lor the Closing
of three felt mills and accelerated deprecia-
tion on three others. Contributmg 1o the 1982
loss were prices held below 1551 leveis by a
constricted and highly competitive ruarkelplac?
until mid-year when price increases hecame
elfeclive.

The company maved to reduce inventories eady
in 1982 by suspending production lemporarily at
12 of GAF's 15 active building malerials plants.
{Two plants — Denver. Colorado, and Kansas
Cily. M:=s0un - remain on indefinite furlough
sincw Soptember 1981.) Service to customers
nailonwidn continued from inveniories and irom
production at plantsin Dallas, Texas; Soutn
Bound Brook. New Jersey and Tampa, Flonda.
By June ail 12 plants were back in operation

al reduced levels of production lobegin sery-
ing renewed demand as interest rates hegan 10
come down.

Tae company is offering & winter dating program
with discourts or payment delerrals un asphatt
roofing products purchased during the usually
slow sanuary-to-March pericd. This actionis
expected 10 heip control imvenlones and prrrmit
uninterrupled produchion al plants in cold i sec-
lions ol the country. Winter sales should also
improve as ci:slomers seek deliveries ahead of
Apul pnce ncreases

Alihough tntal sates volume was Inwer in 1982.
sales of GAF Timberine* and Sertinei” glass
mal shingles increased. Marketing efforts were
intensibed for these glass-based asphalt shin-
ales produced rom substrate made atthe
Chester. South Carmitina. plam The company
mamtans a balance ol glass-Lased and crganic
folt based meing products 10 meet vanous cus.
lomer weqguirements Glass -based rooling with
its Undorwriters Laboraiones Class A lirr raling
ban bocome a pepular molacemnent for 165y
Hatne resisnt matenial,, especully nthe south
i Louthiaes!

18

wuh new housing starls at their lowes! level n
dncades the ratio was eve. higher i 1982, Ajg
inferest rales decline, Lhe release nl peni-up
demand lor housing shouid improve bulding
materials sales. Housing starts tor 1983 are
iorecast by many economusts al between 1.4
and 1.5 milion, an improvernen! of 3C t¢ 40
gereent over 1982,

GAF Supet Sysiems

Commercial congtruction also tell below 1381
levels during 19€2. bul GAF increased its mar|
share o! buitt-up roofing appreciably with an e;
panded ine of glass-based products markete:
nationwide as GAF Super Systems. GAF Sup
Systems are a combinalion of new and prover
roofing matenals for both the re-roofing ang ne
ronstruchion inarkels in May the company irit
duced Galglas” 75 heavyweight glass-based
<:weet for use on all types of hot-appled. buiit-
roofs, with immediate good resulls and repeat
sales. Galglas flashing and new expansion jo
covers ieceived strong initial sales as lhese
roofing accessones weie ptl into nationwice
distnbulion late in 1882. Anothsr new Super
Systerns entry. Gafglas Mineral-Shield*
membrane. was introduced later in the year.
Respanse to date 1 1dicates thal this new prod
ucl vl aiso ga n national acceptance in 1983.

Despite an industry-wade dechne in sales of
roofing insulation for commercial construclion
GAF Galteann * urethane roc! deck insulation
imp-oved its share of market A concerted etfc
lo increase manufacluring efiiciency and mod
product formulation 1o reduce raw malerials
¢osis helped make this element of GAF Supe
Sysiems more competitive. With the introduct
o two major products in 982- - Gaftemp Mor
pty and Gaflemp Isotherm/Perlite insulation- -
the company now offers the mosi complete iir
ol polywrethane roofing insulation products in
theindustry This_ plus an aggressive techmic:
service and coniractor supporl progrant. is
expecled to postion GAF favorabiy as the
construction :ndusiry continues iis recovery
11 the eighties

Supp!y Centers

Nunng 1982 GAF opernau four addiional buile
ing matenials supply cenlers, hringing the tota
1 17 Thee new centlers were opened at Charle
Al Greenshoro North Carolina, Richmond,
Virgna and Wilkes, Barse, Pennsylviinia Thes
L ters sere contractons reguonally with vang
ines of banlding matenals including GAF roo!
products The suppiy center program reahzed
deamatie, saies ncreases 1or all produets in 19
Ay heped augpaet Sales i mdarkels where
AL s ot lully represenliodg
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Prepared Roofing

SeN-sealing Shingles

Vent Stacks

Single-piy Roofing

R

N
Y )
Glass Fiber Laminate

GAF - Building Products

Prepared Rooting

Asphalt Roofing Shingles
Timberhng - premmm as-
Dl shingles. randoim bult
de «gn. earih-tlene coiors.
Timberhne - Class A glass
hher shingles o ertra
salety and long hife, Sen-
finel - Class A glass hber
shingles. fiee and wint
resisiant. Starxtard sell-
SQIMNG SHNQIEY. rugguRe
with cidssic squdre1an de-
sign Fire Guard’ Class A
heoavywaight. win-tub
shingles Sovenagn han
gles. heavyweght, twirs-tak
desn T On baciorw
shingles g bye eskat
woave patiern. Hor casler
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Research and Development

Research and development during 1982 re-
sulted in new products and improved manu-
tacturing processes for bath the chemicals and
building materials segments of the company.

Automation is being increzsed at GAF's roofing
plants in an ongoing effort o maintain the com-
pany's reputation as the most advanced
manulacturer in tha industry. GAF's glass-based
roofing passed the Underwriters Laboratories
Class A fire rating test. This is a growing actor in
consumer preference, particularly it: the south
and west Research alsc continues in an etfort
to reduce the amount of asphalt needed during
manufacture, a program underlaken with maich-
mg U.S Department of Energy funds to help
lessen the country’s dependence on foreign
petroleum.

To augment GAF's broad lines of roofing prod-
ucls the comgany introduced Gaiply EP™
single-ply roofing system based on a synthetic
rubber. EPOM. Single-ply roofing is becoming
an increasingly significant segment of the com-
mercial rcoting market. New materials are in
development 1o broaden this product lineg.

New specialty chemicals were inlroduced for the
tast-growing electronics industry in 1982, includ-
ing Galtrcnic™ EB-46 eicclion beam resist that
permils circuils 150 tirnes thuinner than a human
hair to be etched on microelectronii chips Wilh
resolition this line. microctips can e etched 10
car. y halt-micron circuitry. more than double the
capacily of present day microchips. This poly-
mer-based chemica! 1s coated on a metal-plated
glass mask and expesed {o «lectron beams.
etching ultra-fine ines wherever the beam
iouches. The newly patented productis already
in use by major manufacturers thraughout the
ndustry. Duning the year GAF doubled sales of
M-Pyrol- non-halogenated solvent i cleaning
and stnpping electronic parts and irtroduced
several now Gatgard™ coatings for computer
components.
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For the petroleum industry GAF research
developed a unique foaming agent to help
solve a coslly pioblem in air-drifling operations.
Gafoam™ AD wetting agent permits more
economical recovery of oll and natural gas from
high-brine locations. High salinity destroys

the effectiveness of commonly used foaming
agents. Galoam AD wetting agent retains
superior foaming properties in brine water even
under extreme down-hole conditions. The foam
entraps pulverized materials at the drill bit and
moves them away from the cutting surface. This
new biodegradable. non-toxic surfactant pre-
sents new opportunities for the air-drilling
indusiry, and another major chumical specialty
market for GAF.

Among other chernicals developed by GAF
research and development in 1982 are an
alkoxylated surfactant for dishwashing deter-
gents. far supenor in rinsibility to competitive
products. Two new Biopal* formulations.
Biopal NR-1 a2nd Biopa! NR-Il iodophors. have
been registered with the Environmenital Protec-
tion Agency as sanitizers for the food service
industry. Both one-slep disinfectants in specified
sirengths are effective against Hong Kong flu
and Herpes Simplex viruses. and can be used
against bacleria, patholegical fungi and as
tuberculocides.

The company also introduced a patented line of
engineering resins called Gatlex* thermoplas-
tic polyester elastomers (TPE) which can be
exlruded. ijected and blow-molded into rubber-
like componenis for the automotive and elec-
tronics Industries Thes« and other examples of
GAF's diverse lines of « :emical progucts are
discussed i other sechiuns of this report
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Cleciion DaalT rasist,
micracircuit chips can be
made with more than dou-
ble the capacity of present-
day microchips. A coating
of less than 1/50,000th of an
inch of the polymer-based
chemical on a metal-piated
glass mask allows slectrons
te etch ultra- fine circuitry
with more accurate detal
than possible until now.

Environmental

The company continues to develop and upgrade
modern environmental contro! systems at all of
its locations around the country. Major pollution
control projects were completed in 1982 at

the Blue Ridge Summit, Pennsylvania, gran-
ules plant; the Calvert City. Kentucky, chemi-
cals plant and the Millis, Messachusetts:
Minneapolis, Minnesota and South Bound
Brook. New Jersey, roofing plants. A program
of reviews ensures that GAF facilities meet the
highest standards for employee health and
safety and comply with local, state and federal
regulations concerning air and water pollution
control and solid and liquid waste disposal.

Personnel

At year-end 1982 GAF employed approximately
4.500 people. During the year the company
negotialed eight abor contracts. five of them

for multi-year terms. Contract lerms compare
favorably with those reported by the U.S. Depart-
ment of Labor. There were no strikes at any GAF
locations. and good relations were maintained
with union lacals representing GAF pl..nts,

GAF’s former Salaried Employees Retirement
Pla. was replaced on January 1, 1983, by an
improved relirement benelits program which
eliminales 10-year *«:sting in tavor of immediate
vesting in compan, nd individual contributions.
A suit has been hied by a lormer employee in
Federal Disirict Court in New \Jersey chalienging
the company’s right to residual assets from the
Salaried Employees Retirement Plan. The com-
pany believes the suil is without merit.

The new GAF Capital Accumulation Plan
{GAFCAP) takes advantage of recent changes
i tederal rax laws to provide more up-to-date
retirement benefits lor employees. GAF contnb-
ules three percent of compensation {o the plan
tor all participanis up lo age 65. and employees
can make voluntary lax-deferred contribution's
up to 14 percenl of their salaries through pav:oll
deduction. Tne company aise matches twe-
thirds of each eligible empioyee's contribulicn
up o four percent of compensation.
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Upon canceliation of the former plan all salaried
employees were vested immediately in benefits
accrucd as of December 31, 1982. Employees
could elect to have an annity which will pay
the 3ame benefits as the old plan at retirement,
choase lo have these benefits rolled over into
lheir new GAFCAP accounts, or accept lump
sums which could be re-invested without tax
penalty into individuzl Retirement Accounts.

For retired and vested empioyees GAF con-
tracted with a major insurance company to
guarantee their retirement income.

WNCN

GAF Broadcasting Company’s classical music
radio station WNCN-FM increased sales and
continued its profitability during the year. The
station enhanced its signal by increasing the
power of its transmitter atop the Empire State
Building.

Management

In April Juliette M. Moran, vice chairman of the
board of directors. retired after nearly 40 years
as an employee of GAF. She joined the com-
pany as a chemistin 1943, was elected a vice
president in 1967. senior vice president in 1971,
and an executive vice president and board
member in 1974. Miss Moran was re-glecled a
member of the board in 1982.

In December the company combined its chemi-
cals andc international opetations as part of a
streamiining beyun the previous year. With
chemicals siccourting for rearly all GAF export
sales since the cempletion of corporate
restructuring. consolidation provides an effec-
tive new organiz ation lor expanding chemicals
sales throughout the world. Cart R. Eckardt.
tormerly se.wer vice president for international
operations, wdas named 1o head GAF s world-
w'de chemicals operation.
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Wi il e Bristol-Myers Company
T. Roland Berner'23+*
Chairman of the Boarti Nolan B. Sommer' " **"
Curtiss-Wright Corporation Formerly Senior Vice President
American Cyanamid Company
Peter Busshard'2245
Executive Vice President Robert Spitzerss’
Credit Suisse Chairman of the Board
: Treadwell Corporation
Augustine R. Marusi®**”
Formerly Chairman of the Board
Borden, Inc. Comniittees of the Board of Directors
;' Exgg:m mg‘ei::::l'on Committee
Julietta M. Moran*”’ - =X ) ail mi
. 3. Slock Oplion Committea
Formerly Vice _Cha"man 4. Stock g?rc?'las%o Commiliee
GAF Corporation 5. Audit Commiltee
6. Nominating Comniitlee
James T Sherw,in’ .7 Retirement Committee
Executive Vice President :
'GAF Gorporation
Richard F. Smith’
Executive Vice President
GAF Corporation )
Jesse Wemer Bernard L. Kapeli
mm Chairman of the Board Vice President and
Treasurer
James T, Sherwin
Executive Vice President Raymond J. Lacroix
Vice President and
Richard F. Smith Controller
Executive Vice President
Donald W. LaPalime
Robert H. Beber Vics President
Senior Vice President
General Counsel and Abraham Lindenauer
Secretary Vice President
John A. Brennan Robert F. McCarthy
Senior Vice President Vice President
Carl R. Eckardt Raymond W. Smith
Senior Vice President Vice President
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Analysis of
. Financial

Condition and
Resuits of
Operations

considerably in the years 1981 and 1982 due in
large part 10 the successiui completion of ihe
reslructuring program annouriced at the end of
1880. The sales of six discontinued busiresses,
starting with pictorial products in July 1981,
provided total cash proceeds »f 3189.5 miltion.
giving the company the casn flows necessa: y
to offset the adverss impact «f the sev=re
building indus*:y recession ad 2liowing the
company ‘0 significantly recuce its outstanding
deb:. Additional cach :mutows of $14.5 million will
dccrue to the conipany in future years as inter-
est-bearing notes received from ceriain buyers
are croiected

The relative impact of the restructuring program
on the company's financia! condition can be
seen in lhe following chat.

) :Juiy 1. Dcéemb;; 3' necéﬁ:aber:';i.

Mikonys of Doiars - 19RY  _ te8F _iggo
Total Long-term

Cebt £3278 82156 LAV
Notes Payable 69 174 7.8
Cash Short-tenm
Jwestments 1260 (133 2
NetDebt =~ 83375  $2197 $152 &
Ralio 0! Den to
.Debt Pius Equity 72 6% v3d 475

As fully explainedd in Nole 7 of Notes 1o Consoli-
datea Financie. Stalcinents. the assel mix of the
pension funds was restructured in 1981 and a
dedicated bo.ad portiolio established lo provide
income suilizient 1o meet acluarially caiculated
payments 11 :ill retirees and vesied former em-
ployees. i .cluding those of the disconiinued
business :s. Accordingly. the company re-
versed sension liability reserves establishad

for empioyees o discontinued businesges m
the aggtegate amnunl of $43.8 inllion, iess
relaled laxes of $7.7 millici. Curing September
19482 the Board of Nier:tors of the company
authornzed the terminalion of the Salarien
Employecs Retirement Pian (Pian} sitective
December 31. 1982, and the crcation of a new
GAF Capnal Accumulatio:: Plan. After the re-
quired governmenl 2uprovals are obtained. the
residual assets ot the Plan, which approximate
$35 mullions at December 31, 1982, will revert

to the company. The $35 million was recognized
as an extraordinary Credit in the foui th quarler
of 1482.
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generated Irom lowcer nel currert asset balinces
were used o reduce bank borrowings Invento-
ries decreased 33% icr the year as comparad
with 1231; of the total desrease. $47 6 million
reiated to the buildiig materials segment, a
decrease of 52¥». As a result of the high inven-
tory levels in this segment at the end of 1931, a
majority of the company’s rooling plants were
temporanly closed for part or ali of the first q 1ar-
ter of 1982 These plants were reopencd in the
second quarter as a result of increased sea-
sonal demand. The decrease ior the year in
Accounts Receivable-Other mainiy represents
the cash proceeds from the sale of the repro-
graphics business. which was sold effective as
of December 31. 1981

Duning 1982 t.¢ company enterad into a $100
million revolving credil facilny. replacing an
agieement signed in 1981 in connection with the
restructuring progrzin. Interest on the new
agreement is si iho prime rate or a rate based
onthe Leidon Interbark Offer Rate. The agree-
meni was taillored to meel the needs ol GAF's
continuing businesses. spesialty chemicals and
building materials. It includes restrictions on the
paymenit of dividends on GAF common stock
capital expenditures. funded debl and salzs of
accounts and notes recevable. and requuires the
maintenziice of minimum working capital and
net worth. Al December 21, 1882, $33.5 milion
of these funds were Ui ushzed. The company
also has additional stvin-teem haes of credn

Capiai expendiures io 15w, e §7.7 mullic:
and are expecled to he At $20 melwr in
1983. During 1382 2apendilures were amza a!
Increasing canardy for chamicals. mediarnizing
butlding matenals plants. arud ascassary potiu-
tior: yontrol programs. At the end nf the year the
company had commitments o $7 .4 milfiory for
approved capital expenaily. 25, Commilmerts
under various capiial and rarating 'wase ol
gations are delailed in Nota 15 of fotei lo
Consclidaled Financia! Staieme s
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Condition and

pered in the three -year penioc of 1980-1982 by
the depressed slate of the building industry,
which suflerad s wors: recession ir 15 years,
Consoldalsd sales dairea od by near y 8%
during this pericd, ard ired! operating profits
remained sharoly love? thar 1980 and prior de-
spite a pn.6 milkan {32%) ircre.se in 1982 as
compared vith 1981. Aithough raw maleriais
onsts eased somewhal in 1382 miiationar s
matarals costs during this three, ear nenod,
together with the Iower sales. sicded the con
solidated gross margins from 22.5% in 1980 10
17.9% and 16 £% 1n 1981 and 1982, respectvely.

Budching materials sales fell Dy 11.5% in 1292
aiter decreases of 5% angd 6% in the pravious -
two years, primarily reflecting lower demand. An
overali decline in volume in 1982 was part:ally
oftset by a sales price increase in the latler haif
ol the year and generally lower raw matejials
costs. This business had been further i;Zm-
pered in 1981 by increased costs ol petroieum-
related products and other materials and an
inabilily to pass along cost increases. Direct
operating resulls, which reflected a 54%
decrease in profits in 1980, showed losses of

$38.6 million and $26.3 millionin 1981 an- 1982,

respectively.

The results for the buiiding materials business
refiect the adverse economic conditions impact-
ing the building :ndustry. The peried 1930-1982
has teen a period of high interest rates which
had anincreasingly negative efiect on the re-
roofing market. normally the major part of the
company's business. In addition. new housing
starts fell from 1980’ already depressed level of
1.3 millien units o 1.1 million units in both 1581
and 1982. As interest and mortgage rates de-
cline. and with 1983 projected housing starts of
1.4 to 1.5 milion, the prospects for improvement
in thes business in 1983 are positive.

Chemicals sales and profits decreased by 2.1%
and 11.5%., respectively. in 1982 after showing
increases of 5.8% and 8.8%, respeclively. in
1981 as compared with 1980. Profits were off in
1982 mainly because of lower domestic unit vol-
ume ol spectalty chemicals as some of the
company's major customers reduced inventory
fevels in the fourth quarter. While international
sdles increased slightly in 1982 after a 8.3% de-
crease in 1981, profils were adversely affected in
volh: years because of the strength of the U.S.
doliar.
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R e e
conlinued o rank high among U S. chemical
commpanies n operating relurn ¢n chemical as-
sets. This segment has shaown 4 retura on
assets ol 25.5%.. 2R 2% anei 27 32, respec-
tively. in ke years 15482, 1981 and 1980.
Operating imufits have averaged over 18% of
saies duning the same period. It is expected Ihat
this segment will )emain strong and conlinue its
growth and high return on nvestment in the
ye:ars ahead.

Cther operaling expenses, which increased
$13.6 million (12%) in 1980 over 1979, de-
creased in 1981 by $2.6 miliion {2°%) and
decreased another $2.2 million (2%) in 1982.
Ciuring 1982 the company continued its pro-
grams to reduce overhead costs through stalf
reductions and consohdation of functions. A sal-
ary freeze was also in effe:ct during the year.

Nel income in 1982 was favorably affected by
proceeds from sales of tax benefits, by the set-
dement of twe lawsuits with Eastman Keodak and
by weversal of reserves relaled to the terminated
Salaned Empioyees Retirement Plan.,

For a review of the efiects of inflation on the
company's tinanciai statements, see Supple-
mentary Qata-Financial Beporting and
Changing Prices on page 39.
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Millions of Dollars, =xcept Per Share Amouiis

Financlal Year Ended Deceraber 51 _ 1982 1981 1980 979  iuy78
Mo" Net Customer Sales
Chemical $2044 33008 $284.4 $264.3 $217.7
Building Materials 3288 3717 3928 4194 3913
Consolidated Sales 8232 6725 677.2 6837 6090
Direct Operating Profit {Loss)
<hemical 50.1 536 52.0 62.4 48.4
Building Materials (26.3) (38.6) 13.7 29.7 41.3
Tola 238 18.0 €5.7 221 897
Income {Loss) from Continuing Operations 122 (28.2) 10.3 25.8 28.1
Primary Earnings (Loss) per Common
Share:-——ConlinuEg Operations .64  (2.24) 50 1.66 § o
Dividends per Common Share .50 BY 77 .68 .64

The following Balance Sheet amounts pertaining to years before 1980 have notbeen re .a*-. 10
separately identify amounrts applicable to discontinued segments. See Note 2 of Not' . 0
Consolidated Financial Statements.

December 31 1882 195, 1980 1979 1978
Current Assets $2124 3375 $482.7 $492.1 $472.2
Current Liabilities 1234 1796 3306 2015 1798
Working Capital 897 157.7 1521 290.6 2924
Property, Plant and Equipment—Net ‘g24 1964 200.0 3084 2806
Total Assets 4683 5598 6983 8356 7853
Notes Payable 7.8 17.4 58.0 17.6 236
Total Long-term Debt 1671 2156 1935 2064 1968
Shareholders' Equity 1819 1347 1223 389.0 3517
Market For Common Stock

As of February 2, 1983, there were 44,091 holders on record of GAF's cutstanding common stock. The
following information pertains to the company’s common stock, which is traded on the New York
Stock Exchange.

Cash Dividends per Common Share Price Range of Common Stock
1932 1981 1982 1981
‘ High Low High Low
First Quarter $ .20 $ .20 FirstQuarter $15% $8% $14'%2 $11%
Secone) Quarter .20 20 SecondQuzrier 14% 9% 16% 12%
Third ‘Quarter 05 20 Third Quarter  117% 9 15% 11%
Fourth Quarter .05 .20 Fourin Quarter 14% Vs 18%a 12%

Sew Note 14 of Notes 10 Consohidated Financial Statements lor a discussion on restuctions on the payment of dividends.
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$672.514

Net Sales $623,236 $677.216
Cosls and Expenses
Cost of products sold 518,766 551,893 524,897
Distribution, selling and advertising 69,764 73.260 71614
Research and development 6,612 6,777 7.263
General and administrative 43,492 42 034 45813
Interest {Note 3) ' 20,031 19,153 21,634
Total Costs and Expenses 658,665 643,117 671,221
Other Income (Charges)
Provision for plant shutdown costs {Note 4) —_ (- 5.080) -
Other—Net (Note 6) A 39,441 2,644 2,082
Total Other income (Chargas) e 39,441 {12,436) 3.082
Income (Loss) from Continuing Operations

Before income Tax Benefits 4,012 {(33.039) 9.077
Income Tax Benefits (Note 10) 8,170 4,803 1,246
Income {Loss} from Continuing Operations 12,182 (28,236) 10,323
Discontinued Segments {Note 2)
Operating Income, net of income

tax benefits of $466 — - 441
Estimated Income (Loss} from Dispositions, net of

income taxes (benelits) of $2,703 in 1982,

$15.707 in 1981 2nd ($10,460) in 1980 5,303 54,296 (244,240
Income {Loss) from Discontinued Segments 5,303 54,296 (243,799
Extraordinary Credits (Notes 7 & 10) 38,744 — —
Net Income (Loss) 56,229 26,060 (233.476
Retained Earmings, January 1 65,244 53.609 301.092
Less cash dividends:

Preferred stock (51.20 per share) 2,980 3.242 3.625

Ccammon stock {per share:

1982—$.50: 1981 -$.80; 1980-$.77) 7,152 11,183 10.382

Retained Earnings, December 31 $111,341 $ 65,244 $ 53.609
Earnings per Common Share {Note 1)
Primary

Continuing $ 64 F (2.24) $ .50

Discontinued 37 3.86 (18 07,

Extraordinary 2.70 — o=
Net Income (Loss) $ 3N 3  1.62 $ {17.57
Fully Diluted

Continuing $ .70 $ (1.57)

Discontinued 30 3.07

Extraordinary 2.17 —_ -
Net Income $ 317 $ 150
Weighted Average Number of Common and Common

Equivalent Shares Outstanding (In Thousands) 14,338 14.078 13.497

werlain expanses for 1981 and 1980 haw: Beert reclassihed 1o conlorm with the 182 preseniahnn

"Fyure wimiled- - not dilubive.

See Notes lo Consodaled Frnancal Slaternets.
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Changes Source (Use) of Funds:
in Financial Income {Loss) from Continuing Operations 12,182 (28.236) 10 373
\ 'Position Charges {credits) not affecting funds:
Depreciation 20,717 20,728 17,827
Deferred income taxes {2,703) (10,657) {329
Plant shutdown costs - 15,080 —
Other {8,040) 6,437 —
Total from continuing operations 22,156 5.362 27,891
tncome (Loss;j from Discontinued Segments 5,303 54,296 (243,799
Charges (credits) not affecting funds (£,303) {54,296) 262,455
* Total froin discontinued segments - — 18,657
Extraordinary credits 28,744 — —
(Cradils) not affeciing funds {35.744) — —
Total from extraordinary credits — — -
Total funds from operations 22,156 3,352 46,548
Cash proceeds from sales of discontinued businessos 81,976 107,498 11.920
Additions to property, plant and egquipment {17,713 (27,.579) {48,154]
Cther working capital items* (23,170) (54,619 {145,986)
Other 12,487 (4.902) 124,448
Total source (use) before financing anJ nvestiment activity 75,736 23,750 {11.224)
Financing and investment activity-

Increase {decrease) in notes payable (&,648) (40,541) 40,339
increases in long-term debt 301 74,282 8.441
Decreases in long-er.r .iebt {58,794) {52,250) (21,294)
Cash dividends 110,132) {14,425) (14,007)
Other _ L 1,066 597 602
Total source: ruse) from financing and invex imerd 2ciwity  (75,707) {32.337) 14,081
Increas< fuecrease) .n cash and short-terrn invest -cnts (971} {8.587) 2,857
Cash and Short-term Investments, end of year ¥ 12,377 $ 13,348 $ 21,935

"Othr w warking capilal items: 982 1981 19480

Accounts recewable--trade 5 1.743  § 2532 § 107.948
Accounls recenvable —other  (7.126)  (63.333) 3326

Invenlories 47,413 {44.09€: 160.588
Prepaid expenses 217 (683) 5863
Arsels of discontinued

segmenis (3.242) 128325 (403.620)
Accounls payavle (24.477} (18.802) (15818)
Accrued liabiies (37.531}) ([54.814) (4.8234)
Income laxes payable_ o (167} (3.748) . 5e1
Net use_ $123.170) $(54.619) $1145.98G)

**Consists primanly of net property. plant and equipment
) ransferred to assets of disconiinued segmenis.
7 See Notes lo Consoligated Financial Stalernents
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Cash $ 9113 $ 10,38
Short-term investments 3,264 2,96
Accounts receivable—-trade, less allowancs: for doubiful

accounts—1982, $2,034; 1981, $2,828 74,744 78, 10¢
Accounts receivable—other (Note 2) 13,206 70,01«
inveniones—net

Finished goods 48,346 87,16¢

7k in process 15,819 24,121

Raw materials and supplies 34,680 36,42¢
Total Inventories 98,845 147,71¢
Prepaid expenses 4,589 4.80¢
Assels of discontinued segments,

al estimated net realizable vaiue (Note 2) 8,652 23,27:
Total Current Assets 212,413 337,264
Property. Plant and Equipment, at cost {(Note 15)

Lend ang land improvements 16,330 15,941

Buikdings and buwiding equipment €0,452 60,78¢

Machinery and equipment 227,742 225,338

Construction in progress 9,217 11,091
‘fotal Property, Plant and Equipment 313,741 313.14¢
Less accumulated depreciation 121,321 118,735
Property, Plant and Equipment-—Net 192,420 196,41C
Other Assets (Notes 1,2 & 7) 63,499 26,086
Total Assets $468,332 $559,760

Sec Noles to Consulicaied - imancial Stalements.

]
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LTI LEalinties

No'.es payabie (Nole 14) $ 7.800 $ 17,448
Current portion of long-term debt (Nove 14) 34,587 21,908
Accuuriis payable 50,753 75,230
Accrnued liabiliics {Nole 2) 28,834 83,406
Income taxes payable 1,392 1,558
Toal Curtent Liabitities 123,366 179,552
Lonig-term Debt Less Current Portion {Note 14) 122,489 193,662
Other Liabilities (Note 2) 40,558 51,859
Total Liabilities 286,413 425,073
Commitments and Contingent Liabilities (Note 15)
Shareholders Equity (Notes 12, 13 & 14)
Preferred stock, $1 par value; authorized 6.000 100 shares;

$1.20 convertible series issied-—1982, 2,554 57 shares;

1981, 2,611,784 shares; at assigned value of $1.25 per

share (liqu:Jation value 1082, $68,155) 3,194 3,265
Common stack $1 par value; authorized 25,000,000 shares;

issusd —1982, 14.459,004 shares; 1981, 14,387,721 shares 14,4%9 14,388
Additional paid-in caprai 55,008 54,360
Retained earnings 111,34 65,244
Total 184,002 137,257
Less stock held in reasury, at cost:

Preferred— 76,400 shares in 1982 and 1081 932 932

Common—1982, 144 747 shares; 1981, 211,467 shares 1,151 1,638
Tota! Shareholders Equity 181,919 134,687
Total Liabilities and Sharaholders’ Equity $468,332 $559,760

See Noles 1o Consolidatec Finan ia! Staluments.
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are included in the consolidated financial state-
menis. All signilicant intercompany transactions
and balances have been eliminated. A wholly
owr.ed captive insurance subsidiary and the
50% ownership of a toreign chemical manuiac-
turing company are accounted for by the equity
method.

Short-tarm Iinvestments
Short-term investments are valued at ¢ost,
which approximates market.

Inventories
Inventories are valued at ihe lower of cost
{principally average) or market.

Property, Plant and Equipment, and Refated
Depreciation

Depreciation s computed principally on tha
straight-line method based on the estimated
aconomic lives of the asgels.

Certain interest cherges are capitalized as part
of the cost of property, plant and equipment
additions. Ses Note 3.

Deferred Income Taxes

Deferred income taxes arise from reporting cer-
tar .. .coms and expense items in the finanoal
slatemeints in periods different -rom those in
waich such amounis are reported for income
tax purposes.

investment Tax Credits

The <ompany accounts for investment tax
credits arising snce January 1, 1971, as a reauc-
tion ot the prowvisior. fir United States income tax
(the: flow-through mathod). investment tax
wreants which arose prior ' that date were de-
ter'ed and amoruzed cver the estimaled service
lives of the refated assels.

Sale of Tax Benefits

The company accounts for the proceeds from
the sale of tax benehls {1.e.. mvasimat tax cred-
its ard depreciation deductions) pursuant to the
teasing provisions of the Eccnomuc Recovery
Tax Act of 1981 as pre-tax Income. See Note 6.

Retirement Plans

The company and its subsidianiaes have retire-
ment plans covenng substantially all empioyees.
The company's policy 1S 0 accrue as expense
ar amount computed by the acluary and to iund
al lex:st the mirvmum amount reqquired by ERISA
Sce Nole 7

Earnings per Common Share

Prmary eariimgs per cominon share are com-
puted by dividing incime (loss). adjusted for
preferred <iock dividena requirements. by the
weighten average number of shares of common

22

MU IR CALETIVINGY aree UHUHIVE.

Fully diluted ~arnings par common share are
computed on the assumation {where the efiet,
thereot would be dilutive} that convertible se-
curibes outstanding had been converted into
shares of common stock Appropriate adjust-
menits for divdends on preferred stock and
interest on converlible notes (net of applicabte
income tax &fect) are made lo earnings apply
ble to common stock for assumed conversinn:
The computalion also assumes the exercise ¢
ali dilutive stock options.

Costin Excess of Net Assets Acquired
Costin excess of net assets acquired in the
amount of $5.744 000 s included in Other
Assets in the accompanying Consolidated
Balance Sheets.

2. Discontinued Segments

In 1980 the company discontinued a number ¢
businesses ircluding ils reprographics, photo-
graphic grapnic arts products, pictrial produc
resilient flooring and certzain olher businesses
The pictorial products, graphic arts. resifient
flooring, vinyl siding and paper and mifiboard
businesses were sold in 1981. The repro-
graphics business was sold on January 8. 198
effective as of December 31, 1981, which
substantially comgpleted the discontinuance
program. A receivable of $63.9 million relating
this s2iz is included in Accounts Raeceivable—
Other at December 31. 1981, Long-lerm notes
receivable of $12.6 million and $14.5 million re
lating to the sales of discontinued businessas
are included in Cther Assets at Decerrher 31,
1382 and 1981 respectively.

As of December 31, 1880, a2 provision ¢f $254.
million {$244.2 rnillion after tax benefiis of $1C
million} was recorded and consisted of a reser
for the loss on disposition of assets and a lia-
bitity for anticipaled phase-out costs. This
reserve and habilty were reavaluaied in 1981 ir
conneclion with the: sales of these businesses
and determined to be more thar needed to
cover anlicipated costs. The excess of $43.6
millon (aiter 1axes of $6.5 million} was restore:
lo Estimated Income (Loss) from Dispositions
discontinued segmenls. Estirnated Income
(L.6,55) from Dispositions for 1981 also include.
$10 7 million mcome (after laxes of $9.2 illos
consisting primarity ol pension reserves, relati
10 1977 discontinvrances. no longer required.

E stimaled inzome {L.oss} from Cusucsitions lor
1382. net of taxes. inciudes the raversalof a $;
nullion reserve (1ess a related lax benefit of $2
million} for ruyalties established in 1977, which
15 nolonger smquired as o result of the disnnss:
of an Eastiman Kodak palent suit against the
(ompany
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At Deccember 31, 1982, the currant portion of the
kabibity for phase-out costs 1§ $2.3 midion and 15
included in Accrued Lratulihies the noncunent
porion of $18.3 milon 1s included in Other
Liabilities. Comparable current and long-lerm
amounts at December 31, 1981 were $15 1 mil-
lion and $19.6 million, respectivety

Operating Income of the discontinued segments
Inr 1980 shows 1he resulls prior to the effective
dales ol the discontinuances Qper aling resuits,
subsequent t2 the ofiecive dates of the discon.
tinuances have been charged 1o the liability for
phase-out costs. Sales in 1980 applicable to
discorntnued businesses woere $553.4 mitilon
prio: 10 the dates al which thay were reporied
as thsconlinued

Assets of discontinued segments ire
summar:-zed below:

Llecesemtbae 1 730 (RAhone. Of Pl 179, 101
A counis Hocera i Bt S R A
- e Co o
Frrapgseerty Fhantd b ingittnatie Baet N .
{lbes p S
Testan A et . RN ! '
L ooss, fEnadt a0 B wpne 40 g it

F L anehy, o 1= 3

Teol i Ao, ] - temmgglines MNadt
e ah Vahop 4 h EPLEN

3. Interesi Expense

Inlgrast expense ly conbimuineg apecanons ior
the years ended Docoembor 31 1992 18981 and
1980 was as fnllows:
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The compeny, as required. wili adopt the Stale-
ment o1 Financial Accounting Standards No. 5¢
‘Forergn Currenicy Transiat:qi..” efleciive as of
January 1, 1983 1! the coinpaiy had adoepted
this Statament w3 1982, earmgs for the year
would not have: peen affected wigmiicanliy

6. Other income (Charges)

A surninary of Other incorne (Charges) - - Otnes
Lo the years, ended Decemner 31,1482, 1941
and 1980 lollows:
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7. Retirement Plans

inlung 1981 the company announced a change
int lhe asset mix of tho employee pension lunds
as g resuli of the restructunng program. A dedi-
cated bond portobo. with an assumed mlorest
raie ol return of 12° which approximates the
yieic o matunty on the portisho, was nstab.
irenert to provicie income suthaent [ meet the
Achiarally coieutzted payimems to attielirees
dndvested lormer ereplovees cluding thuse
ol e diseontiucd businesses ALthe sane
e the ¢ otnpuiny adopled a 10 nctease m e
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winch the rematning agqgregate habidity was
54.3.842.0C0 a’ December 31. 1980. The comn-
pany is ne fonger obligated to wind any benehts
reialing the.relo and. aceordingly. the 54:3.842.000
balanca. h:ss related axes of $7.747.000. was
restored to Discontinued Segmenis --Estimaled
income (Lo:s) from Dispositions durnng 1981, or
$2.86 Paumary - Qusconuaued Zarmings pe;
Common Shaie.

Durning Sentember 1982 the Board Jf Direciors
of the nompany authorized the termination of its
Salaried Emplovees Retireinent Plan (Plany, a
detned benetit plan, effecive December 31,
1982, and the creation of a new GAF Capital
Accumulation Plan, a detined contribution plan.,
tor 2ligible salaried employeas effective January
1. 1383. Approvals of the termination were 1e-
quested from the inlermat Revene Service
{IRS) and irom the Pension Benafit Guaranty
Corporawn (PEGC ) during Nevember 1982

An annuity conliént agproximating 3100 mshon.
represenling the present wilue of the accuniu-
ated Genehits of all Pian participonts and tho
beneficianes. was purchasea froin a imagjor
Insurance company by the Flan's frust Fund

in November 1982,

Aller recespi of the required approvais from the
PBGC and the IRS. distributions wil! be made 1o
all Plan participants and their benelicianes on
the basis of their individual paymenl options
selected. and the residual assets. which approx-
imale S35 mhon at Decernber 31. 1982, will
reveri to the company. The 535 million of
residual assets has been recognmzed as an
extraordinary credi. as 1o which no tax effect is
venuired because ol the availlability of loss carry-
forwards for income tax purposes. in the Con-
sohdated Slatemenl of Income for the year 1982,
or $2.44 Primary - - Extraordinary Earnings per
Coammon Share. and is mcluded in Other Asgets
in the Consolidated Balance Sheet at December
31, 1982,

The retirement plans for hourly employees and
lor Texas Cily faciity employees continue in
lore e for ehigible employees.

Pension cost [or ¢ 'nlinung operalions wes
5873.000 in 1982. $2.347.000 1n 1981 and
£9.806.00G m 1980

Results ol aperations tor 1982 include a
$7.000.000 credl i Other Incoine (Charges).
iepresenting the reversal of reserves relaled to
the Sataned Employecs Retirer vent #1an which
are ni longer required & a consequence of the
companys September 1982 deqision o o
wate such retirement plan ,see Note 6).
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Milions of Collars United

- Eliminations Tolai

For the Yeat o States Europe _Other and Other _C_oqioli_da_lg
1982 s e e e . — e . —m
Sales ’ $583.8 $574 3175 - $[35.5) $623.2
Less intergeographic sales’* o 26.4 . N o _.@ﬁ’___-__..'
Sales lo Unatfiliated Customers . 5574 48.3 s - 6232
Direct Operaling Profit 13.4 69 3s — 23§
Net Corporate Expenses o L . e
Income from Continuing Operalions

Belore income Tax Benelils i — 40
Identifiatle Assets 426.7 224 w5 8.7 468.3
1961 — e —_—— s
Sales $635.2 $ 48.0 $16.4 $127.2 86725
Less intergeographic sales™* L 26.4 08 .- {27.2) o
Sates to Unattiliated Customers 608.9 72 64— 6725
Direct Operating Profit 6.1 88 31 - 180
Net Corporase Expenses e e e e (51.0}
income {Less) from Continuing

_Operations Belore Income Tax Banefits e 433D
ldentifiable Assets s ... . %42 88 233 5598
iss0 - s e e o
Sales $656.7 £62.5 $150 S42.0 $677.2
Hass lnlarg_e_q.g_rapmc §a!es" 29.-:_i__ . _2_4 — {42.0 -
Sales lo Unallifaled Customers  _~ 607 1 55.1 150 = __6712
Direcl Operating Profit 51.0 125 2.2 — 55.7
Net Corporate Expenses — I (56.6)
Incorne Irom Conhinuing Qperations

Bolore Incomo Tax Benefits el N . -3
Idenuhable Assets o e 3%606 288 78 26LTC 6983
"Geographic Information 1s presenled for continuinyg operations for nformation perlaming ic the Slalemenis of Income.

*“intergeographic sales are racorded al prices. above cosl. as nogohated between the operating unils.

10. Income Taxes

Income (Loss) from Continuing Operations Be-
fore Income Tax Benefits consists of domestic
and foreign income (loss} as follows:

Thousands of Dollars

FortheYear 1982 1981 1980
Domaeslic ${4.985) ${44.053) $(5.57%)
Forcign __BSI 11014 14649
Income (Loss) from

Conbnuing Operations

Before Income Tax Beneis_$ 4,012 333.039) $ 9,077

The income tax benefit (provision) on conlinuing

operations consisls of the following:
Thousands of Dollars
For the Year 1982 1981 1980
United S1ates- current $10.790 § --  $7.245
Umited Siales - --deterred 2703 10657  (4.590)
United States wivestment

lax Gredits - -- 5111
Foreign - current (1489) (5554) (6.395)
Fareign- charge ' han of taxes (3.744) - -
Slate - 1300) {1251

Incon- Tax Benents 50§ 4803 $1.240

25

** " Assels ol discontinued segments .it esimated net realizable vaive.

Incom:. tax benefits (provision) on continuing
opers 1ons for thie years 1982, 1981, and 1980
were different from the amounts compuited

by applyirg ti.» United States Federal statutory
income tax rate to income (loss) before iaxes.
The reasors fo. these differences are as follows:

-T?mousands ol Doltars
For the Year

Tax benelit {provision)
al statutory rale
Adjustments:
Operating loss carryback
{cartyiorward}
Umited Stales: 11vesiment
ax credits
Comeslic Inlenatio::at
Sales Corporaton and
dapichon dikaances
Feon moperaions
Otiv net

Wco.. Tax Benetts

1982 1981

e 1980

$11.046) $15,198 $4.175)

8.438  110.660)

S.11

158 9d |
T (:385) 74

L mray en 708)
$8170_S 4803 3246

a7

G-I_EPA0020783



B e e e

operalions 13 summanzed as 10lows;

Thousands ol Dollars

For the Year _ 1982 1981 1980

Raversal of tax efiect ol
cerlain 1977 reserves

Tax depreciation ower amounil
reported in Consolidated

$ 2703 59447 § -

Stalements o Income — --  {2.908)
Inlerest expense capitahzed — —  ({1,223)
Foreign exchange translaion -~ — {129)
Other—net .. ..T . _1510 1330
Total S 2703 $10.657 5{4.580)

-——

For income tax reporting purposes, operating

loss carrytorwards of approximately $100 million

are available at December 31, 1982, of which
$90 rmillion is available for offset against future

United States taxable inicome through 1996. The

remainder is applicable lo consolidated subsids-
aries located principally in Western Europe and
wili expire al various dales through 1992, in ad-
dition, United States investment tax credit
carryforwaids of appioximately $9 million are
available as of December 31. 1982 for offset
agains! fuwre United Stales tax liabilties
through 1995,

Provisiun 1nas not been made lor United

Slales income taxes nn unremitied earnings

of §16.236.000 of consolidated foreign subsidr-
aries as of December 31, 1982, since it is man-
agemenl's intention to reinvest such earnings
indefinitely. Any United Slates taxes payable on
foreign narnings which may be remitted inthe
tuture i e expecied to be substantially reduced
by the comtined etfects ol a net operating loss
carrylorward and foreign tax credils. United
Stales income laxes have nol been provided on
the unremitted earninge of $14.220,000 ol the
{omestic International Seles Corporation
subsidiary through December 31, 1982, since
the company inlends o postpone indefinitely
the remittarce o such earnings.

Extraordinary credits for 1982 include $3.744.000,

representing the income lax benefit from the ubi-
lization of foreign operating loss carrylorwards.
Future utilization of the operating loss carryfor-
wards for Unned States income tax purposes may
require the restorntion: of apphcable deferred
INCOME lax reserves,

11. Suppiementary Finanrial Intermation

The followinn expenses of continuing operations

are included i the Consolidated Statements of
Incotme.

Thausands of [aikars

on wtiich are cumulative. is converlible al any
time into common stock at the rate of 1'4 share
of cornmon stock for each snare of preferred.
The company may redeem the preferred stock
at $27.59 per share.

Transachons in common slock held in treasury
were as toilows:

ThousandsciDollars 1982 1981 1¢
Bolance January || 1638 $1958 2

Repurchase of 65559 shares

in 1982, 105.100 shares in

1681 and 10.600 shares in

1980 pursuant 10 lhe re-

strictod stock purchase plan ] 38‘1 618
Issuance lrom treasury of

132.279 shares n 1982,

130,529 shares in 1981 and

97.500 shares in 1980 (;n

connect:on with sales undor

the stock uption plan and the

resinclec slock purchase

plan) . 872 1838 i
Balance. Doce -mbcval C .. Stast $1.638 $1.9

As a resull of the above issuance of freasury
shares. additional paid-in capital increasad
$580.000 and $276.000 in 1982 and 1981,
respectively, and decreased $123.000 ir 1980.

The shares of commaon stock reserved for issu
ance at December 31, 1982 and 1981 were as
follows:

Resemd lor a ' o R
Conversuon ol SI 20

converhible prele-red stuck 3.193.446  5.264 7
Conversion of converible

subcrdnated notes 364.444 4155
Exermse ande slock gplion

i purchase ptans 757.099 a4
Totul ) 1.314.889 4.504.8

During 1982. 57.027 shares of preferred stock,
assigned value ol $71,284, were converted nk
71.283 shares of common stock; during 1981,
456 417 shares of preferred stock, assigned
vaiue of $570.521, were converled into 570.51
shares of common stock; and during 1980
37.476 shares of preferred stock, assignuo
valie of $46.845, were converted inlo 46,843
shares of common slock.

13. Stock Option and Stock Purchase Plans

The company’s stock option plans provigie for
ke granting cf options to key employees 'o pu
chase commor: stock ul the company at not les
than 100%« of the fair marker value & the date ¢
grant. iJnder the lerms of the 1975 nonquahiie

F o the Year 1942 1981 1980

Mainternigne - and sepoars S 233 S4h 50 S42.486
Renialn- operiing icases 6.546 8120 13443

plan. cplions for 800.000 shares of comnion
stock may be granted durng « len-year petiod
ending February 11, 1985, Qptions granted 1o
date are exercisable one year after grant and
cxpire alter 10 years. The plan provides for
stock appreciabion rights, wheremn an ppton
holder may requesi “surrender” of the oplion i

25
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alluharket prees on ine dale of surrenger,

The requested surrender of an option may be
granted or denied al the discrelion of the Stock
Oplion Coinmiltee of the Board of Directors. The
plan also provides for limited slock appreciation
rights permitting lhe option holder to surrender
exercisable oplions in the event of a tender or
exchange ofier for the corporalions common
stock made by someone other than the
corporation,

Authority to grant options under the 1965 quali-
fied plan expired on March 31. 1975. Options
granted under this plan expired five years from
the ‘ate of grant.

Transactions aflecting options under tt >se
plans are as foliows:

e b o = e

Nilmber

Average

e ... O Shares Opton Byice

Ouistanding Jaruary 1.1980 618670  $1048
Granted 132.000 Yol
Exercised 122.500) 12
ferminated e v AMISZ001 e
Outstanding Decetnoor 31, 1980 _ 612670~ 1082
Granied 99.000 1358
Exercised 176.020) 1084
Termnated e .. 81500 o h227
Qulslapding Dp«:emt_m_@_. !?l_!l _ 5.’4"“’0. _ 11 3?
Granled - -
Exercised {133.000} 1096
lermnales (3650 1238
gtllgsfg{!dlrn_iiecqr_nber_3|. 1982 404.650 11.44

Of the lota! options outstanding af Necember 31.
1982, 1981 and 1980, 404.650: 488.650 and
480.670. respectively. were exercisable. Options
for 118.500. £2.000 and 118.500 shares were
available for grant at Decermber 31, 1982, 1981
and 1980. respectively.

Under the provisions of inie company's 1969
resircted and unrestricted stock purchase plan
650.000 shares of common stock were aulhor-
1Zed lor sale to key empioyees. The plan currently
provides that restricted and unrestricted shares
may be sold at prices which are not less than
50° and 809, ruspectively. of the closing mar-
ket price prace-iitg ihe date of grant. Under
cerlain condiliins. the company has the right to
repurchase restricted shares of common slock
ai lhe original selling price.

The excess of quoted markel value at the date
¢l grani over the aggreqate sales pnce lor re-
siricted shares soid 1s amortized by charges to
income over the restricted period. As a result
of these charges. additional paid-in capital
has been increased by $68,000, $108.000
anrd $199.000 in 1982, 1981 and 1980. respec-
tively. The balance to be amortized through
1988 amounted to $435.000, $902.000 and
$1.183.000 at December 3t, 1982, 1981 and
1980. respectively.
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yee:s 14o0-1262 15 as 0llows:

Thesacands of Dotars 14987 1981 1980
A3 3 December 310
Hwance oulstanding $ 7800 St7448 S 57.989
hverage inlerest rate 10 0% 16 5% 19 2v.
Frr thi: yar
Averane shorl-lenn

di'lz - wistanding S13368 S35 95 w7
tdzcarvem sho-lerm

ruhl ayisianding

&l any month-end $17.954 SBIGL7 H130 50
Average mterest rile 13 5% 18.2% 127

The average amount oulstanding for the year
was computed by dividing the total of the month-
end outstanding principal balances by 12. The
average interesl rate for the year was computad
using the weighted average nteres: rate on
ouislanding balances at each month-end.

At December 31, 1982. GAF had unused shorl-
term lines of credit aggregating approximately
$21.4 million (in addition lo the revolving credit
facility discussed below). These lines of credit
are maintainad with banks on terms, genarally
renewable, expiring on various dates. Borrow-
ings generally bear inleresl at or near the prime
commercial lending rate or a rale based or., the
London Interbank Offer Rate.

Long-term debt at December 31. 1982 and 1981
was as follows:

Thousands ol Doltars

9" :%a serwor noles due March 31,
1487 with aniual scheduled
prncpal repaymnls S

Revolving crdil agrecment
isec below)

8 "o senor notes due January 15
1992 wilh annual schedo'ed
pancipal repaymen's

Tax-exerapt industnal revenue
bonds which bear inleresl al cates
of 4% 10 7" +%s and mature al vari-
ous dates to 2004. Ceartain asscts
are hened as collateral herelo

Obligabons under capal leasees
(see Note 15}

5% converlible subordinated 1ules
due Apnl 1. 1894, with oplional
annual repayments beginrang
Apnil 1, 1990

Qther noles which bear vanious
mterest 1ales and matuee at dates
10 1993

5 »%0 siInking fund debenlus due
Decenber 1, 1987, with annu«l
siking fund paymerts of $2.500
fdue on each Decembor |

5.2 convertible subordinated
nies

Total
| es+ nurrent porttan

Long-term debt. less curient portion

1wz 1981

2800 % 53700

33.500 72.500

30.000 32 100

21.053 22.927

11.906 13.241

8.200 8.200

d4.951 6770

4.566° 4.G66°

1.467

21557
2190

H193.652

197.076
34 587
$122 489

*Amountis nel of $17 834 and $20.31 1 heid in Irpaswy at

Drcemiben 31,1982 and V981, resperively, which ray be
1eserd to salisty biure sinkme lune requirements
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al a LUnvelolon] DHLE Ul D200 par Share [ sU-
ject to antidilution adjusiments in specified
circumstances).

The company during 1982 entered into a $100
mitlion revolving credit facility with a consortium
of ten banks, effective as of Jurne 30, 1982 and
terminating January 31, 1984. Interest on the
funds is at the prime rate or a rate based un the
London Interbank Offer Rate. The new agres-
ment replaces one signe~ in February 1981 in
connection with the restru. turing prograta which
was substantially completed in 1982. Under the
agreement, a commitment fee of 4 of 1% per
annum is charged on the daily average unused
portion of the commitments, and a tacility fee of
Y2 of 1% per annum is charged on the commil-
menls. whether used or unused,

The new agreement includes restrictions on lhe
payment of cash dividends on GAF common
stock (dividend covenants in other loan agree-
ments are less restrictive), generally based upon
fity percent {50%) of the net income (excluding
cartiin special items) subsequent 1o the second
quarter 1982 less all cash dividends paid since
June 20, 1982. At December 31. 1982. available
inccrne, as defined, was n a deficit posilion
restricting the payment of cash dividends on
common stock Consent to payment of the
February 20. 1983 dividend was oblained from
the requisite number ot lenders. Until available
income, as defined. becomnes sufficienl. cash
dividends on GAF common stock cannot be
paid without further consent. Dividends on GAF
preferrad stock and stock dividends on common
stock ar2 1 sl restricted. The agreement and
other loan .greements contain provisions
which. among other things. require the mainte-
nance of minimum working capital and net worlh
and limit the amount of debt.

Cash requiremenits lo meet maturing fong-term
debt obligations over the next five years are pre-
sented below. Debt of $33.5 miltion incurred
under the revolving credit agreement has been
included in the 1984 amount based upon its
lerm.

1983 $34,587.000
1984 $45,034.000
1985 $10.302.000
1986 $10.028.000
1887 $12.757.000
28

neacquariers in vv-tyne, N.J.. which is accounted
for as a capital lease. This lease is incluged

int Property, Plant and Equipment -- Net at .
December 31, 1982 and 1981 n the amount of
$8.427.000 and $8.667 000, respectively. The
preseni value of fulure net minimum lease pay-
ments is refiected as long-term debi (See Note
14). The amortization expense associated wilh
this capital lease is included in deprec:ation
expense. The company also has operating
leases lor transportation and data processing
equipmeant and for other buildings.

Future min'mum lease rayments for properties
used in continuing cperaiinns which are held
under long-term noncarncelable leases as of
December 31. 1982 ar: as lollows:

Thousands of Dollars ' Capital Ope:aiiraa
Minmum Payments ... Leases  teases
1983 S 1.9 $ 1909
1984 1.669 1,253
1385 1.6G5 360
1985 7.544 44
1987 1481 3
LalecYears e . Las oL
lotal murimum payments 19.407 $ 6.6
Less nlarest ciuded sbove s T
Present value of nol manangm

leasepayments ___ $11.908

The company had commilments of approxi-
mately $7.292.000 at Decemher 31, 1982, for the
acquisition of property, plant and equipment for
s continuing operations.

At December 31,1987 there were various pend-
ing lawsuits ar«d claims against Ihe company
relating to matters arising from its business in-
cluding approximately 12,000 cases involving
claims relating 1o the exposure lo asbeslos or
asbestos-containing product sold by the com-
pany. For the asbestos cases. the company is
being defended and indernnified by its insurance
carners. subject to a reservation of rights. In the
opimon of management, the ultimate disposition
of siich matters will not have a matenal adverse
effect onthe company's consolidated finanzial
position.

G-I_EPA0020786



b il sl

Haskins + Sells

One World Trade Center
New York, NY 10048

To The Shareholders and Board of Directors of
GAF Corporation:

We have examined the consolidated balance
sheets of GAF Corporation and its consolidated
subsidiaries as of December 31, 1982 and 1981
and the related consolidated statements of in-
come and retained earnings and of changes in
financial position for each of the three years in the
period ended December 31, 1982. Qur examina-
tions were made in accordance with generally
accepted auditing standards and, accordingly,
included such tests of the accounting records
and such other auditing procedures as we con-
sidered necessary in the circumstances.

In our opinion, such consolidatad financial state-
ments present fairiy the financial position of the
companies at December 21, 1982 z2nd 1981 and
the results of their operations and the changes in
their financial position for each of the three years
in the period ended Decamber 31, 1982. in con-
formity with generally accepted accounting
principles consistently applied.

QeloT2e flastine § Selle

February 15, 1983
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Accrunting Standards No. 33, "Financial
R<porting and Changing Prices.” the following
supplemenlary indormation 1s presecled 1o
reflect the eslimated irppact of inflation on he
companys income zom continuing operations.
The company's historical cesl financial ¢ata
have: been adjusted for the effects of general
inflation on inventories and propetly. plani and
equipment (cunstant dollar basis) and lor the
effects of changes in specific prices on those
assets {current cost pasis). As a resull. the im-
pact on net .acome only reflecis adjusiments to
depreciaion expense and cost of product.: s01d.
Sales and other costs and expenses, including
income laxes, have not been adjusted.

The management of GAF cautions the reader in
inlerpreting this supplemantary data due to the
required use of numerous assumplions and
estimates in prepa+ing the information. This
data is thereforc oniy an indicator of the effects
of inflation and does nol provide a precise
measuresnent.

Constant Dollar Information

constan’ dollar accounting is a methos of re-
porting financial dat in dollars having an equal
fi.e, constant) ge-fuerai pr.ichasing power. As
required. s inform=tion has been compllod
by adjusting the historical costs of inventori: 3
and cioperty. plant and equipment for chinges
in she Consumer Price Index for All Ure.an
Consumers.

Civrent Cost information
rhe current cost melhod ~2usts histoncal nes's
of the company’s inveniunes and property. nlont
and equipment io re“.ect changes ir siwcifc
prices (currani ¢ 1) of produsing ihnse same
inventories of “.splacing the assets at the Lal-
ance sheet zate. Plant and equipmeni current
05ts we. s estimated by ardjusting historical
coste Ly extemailv generated! industrial price
i ke invenlory costs were developed using
~wrrent mangaciunng costs. Inventory cosls
inciuded in the Cost of Products Sold were
deiermined o~ average current costs during
the yaar, Uinder both methods. depreciation ex-

pense was adusted based on the restated asset

vatius using the same estirmated uselul lives
and depreciation rates used in the primary
hnancial staternents
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ad|usted earmngs under both the constanl dol
lar and current cost niethods are lower than th
resulls from cortinuing operations reparted in
lhe ptimarv (mancial statements. However. il
shoudd Be noted that the guidehnes eslablishe
by Siatement No. 33 specify that the gain fron
the decline in purchasing power of net monelz
li:1biltres held dunng the year ($6.1 million) me
nul ixe aggregated with the adjusted earnings.
Tiw gain arises becauvse during 1982 the
comipany had more liabilities which were fixed
in dollars to be repaid than it had assets sirua
lixed in dollars to be received. While thie unre-
aiized gain does not represent dollar. which w
be received in the lulure. il does represent an
important hedge against inflgtic 1, as this nel
monelary liability position wis be pad in dolar
which have a lower puwrch.sing power than
ihe doilars originally t~_eived in return for the
obhgatiors.

Consolidated Statement of Income from Cen-
tinuing Op<.rations Adjusted for Changing Pric
{Unaudted)

- - e - e

As Arti
Repened  Adustadg
e lbwe: or  tun
Primary  Genagl i Spes
Thousarndsof Dullars  Statement.,  inthalas Pri
Fexr the Ye:r Engded Ibustuesa; onstast (Gur
Duc:.-mberal. 1482 t.u:' Dollar| Ci
Net !:ales ) & 'J ?35 5623 1236 $623.
Costol Pmdur‘h Suid” 3G, 51 1 507 095 511,
Do e Jhen 2017 32432 34,
Lyponegs 76.965 76.965 76.!
H 3 2000 2003 20,
e e Taz Benpolits 18.170j i8.170) 8.

611.054  €28353 634

Incoing (Loss) from

_Cominuing Operations § 12,182 § {5.117) $ (10
Purc'laso'm povarr gan

on el monetary

llabihes held during

the yeur $ 5141 5 6,
Increase tn speuilc pices

teurren ¢uslt) ol inverto:

ries and propenty, plant

and equtwncnl heid dur

ngthe year”* § 2
Effect of incroase in the
general price level _ . t6.

Increase in spsc-'.c pm e*-
over [under) elinct ofin:
crease n the generai
price lovel g 3.

'Exr’udm $17. zsa dopredinn expense ingludoed r Co it

Prodegrs Sold k. the gomary fnancial slatenenls

“The wslimated furaent cisl of Progedy, Pant and Equipmer

Net and Inventones war S281.701 and $100.522, respecing
al Decernt-or 31 1982

G-I_EPA0020788
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*In accordance with the provisions of APB-OI:'mion No. 15. earnings per share are calculated separalaly lor each ﬁ_u_a-riér' and

the annual penod Accordingly, annual earriigs per share vill not necessarily equal the total of the interim periods.

* *Figure omitted—not dilutve.
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Thousands of Dollars, Except Per Share Amounts 1982 981 _ 19860 ve79 1978

- Net Sales $623,236 $713,738 $763,261 8$909,255 $901.003
Historical cost information adjusted for
-general inflation:
Income (Loss).from continuing operaticns {5,117 {54.624) {14,520 9677
income (L.oss) per commeon share {.56) {4.12) {1.08) 72
Net assets at year-end 273.151 243,252 257,833 664.203
Current cost intormation:

- income (Loss) from continuing operations ° (10,977) (51,733) {17,089) 4,884
income (Loss) per common share (.97) (3.92) {1.26) .36
Increase in specific prices of inventory
.and property over (under) effect of .
_increase in the guneral price level 3,905 (25.968) 1.128 18.080
Net assets at year-end 269,794 246,074 265,443 757.422
Other data, edjusted for general infiation: '
Purchasing power gain on net monetary
liabilities held during the yezr &.141 23,066 32,264 29.532
Dividends per common share 50 -85 -90 80 .94
Year-end market price par common share 13.84 14.76 14.96 12.74 16.92
Average Consumer Price Index 289.1 272.4 2468 217.4 185 4
Quarterly Financial Data

S :'1ssebyeume, —= = - = = = - 19BvhyQuatter- - - -

Millions of Dollars First Second Third  Fourth First Second Third  Fourth
Net Sales $139.5 $1634 $179.2 51411 $176.7 $1741 $1775 $1442
Cost of Products Sold 119.6 136.6 139.8 1228 1395 135.0 1494 128.0
Grosgs Profit 5199 $268 §$ 394 § 183 $372 $331 $28B1 %5162
Income {Loss) from Continuing
Operstions Cefore lncome
(Taxes) Benelits $(48 $ 42 $129 $ (83 $ 44 5 60 $ (38 $(395)
Income (Taxes)Benefits 13 47 29  {0.5) {13) 0 0.3 9.1
Income (Loss) from Continuing
Operations {3.7) Bg 158 {8.8) 31 43 £.1) {30.5)
Income from Discontinued
Segments. Net of Taxes 53 —_ — .~ 0.8 0.6 193 338
Extraordinary Credits 1.0 12 09 A58 - - - —
Net income $ 26 $10! $167 $268 _$ 39 $ 49 F142 § 31
Earnings per Common Share:” {Dollars)
Primary
Continuing $(32) $ 57 $106 § (66 $ 6 8§ 25 § (41} SB{2.19
Discontnued a7 — — - 06 04 135 235
Extracrdinary .08 08 06 2.47 = — — -
Net Income $ 13 § 65 $ 112 § 181 $ 2 $ 29 $ 94 § 16
Fuily Diluted
Continuing % 50 § 90 § (49 "8 25 §(2n .
Discontinued — - - - . 03 1.08 -
Extraordinary - Q7 .05 1.99 - = =
Net income % 57 § 95 $1.50 **§ 28 § .81 °
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New York, NY 10029
(212) 621-5000

Domestic

GAF Corporation’s plants research
laboratorigs, sales offices and distribution
centers are located throughout the U.S.A.

Chemicals Building Materials Corporate

Alabama Alabama New Jersey New Jersey

Huntsville | Aobile Glouces'er City Wayne

Talifornia California South Bouw Brcok New York

Irvine Fontana New York New York

lilinois Colorado Buifalo

Lombard Denver* Syracuse vomestic

Ken Delaware North Carolina Subsidiaries

Calvert City Wilmington Charlotte GAF Broadcasting
———- - - -— — - - - —Maryland - - -Florida- - - - - -Greensboro - Company; Inc:

Hagerstown Tampa Pennsylvania New Yerk, NY

Missouri Georgia Erie

Annapolis Savannah King of Prussia GAF Expot

New Jersey Hinois Wilkes Barre Corporaticn

Bound Brook Jolet Scuth Caroling New York, NY

Linden Indiana Chester Carolina,

North Carolina Mount Vernon Tennessee Puerto Rico

Charlotte Kansas Memphis

Ohio teawood Texas CAF Hawaii Inc.

Cincinnati Maryland Dallss H-nolulu, Hawaii

Pennsylvania Baltimore Virginia

Blue Ridge Summit Belisville Norfolk GA! international

King of Prussia Massachusetts Richmond Compsration

Texas Millis Springfield Nuw Y vk, NY

Arlington Minnesola

Seadrift Minneapolis *Sold February 23, 1983

Texas City Missouri

Wisconsin Kansas City

Pembine St. Louis

Internationai

GAF Corporation’s major marketing and

service facilities are lccated throughout

the world.

Austraiia Finland Japan South Africa

Melbourne Helsinki Tokyo Sandton

Sydney France Mexico Spain

Austria Paris Mexico City Barcelona

Vienna Great Britain The Netherlands Sweden

Belgium Esher Schiedam Stockholm

Sint-Niklaas Manchester New Zeaiand Switzetand

Brazil Greece Auckland 2ug

Sao Paulo Athens Norway West Germany

Canada Israel Oslo Frechen

Mississauga Tel Aviv Singapore Affiliate:

Denmark laly Singapore GAF/Hiils Chemie

Virum Milan GmbH

Mari, West Germany
32
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THIS STATEMENT WAS FILMED WITH THIS DOCUMENT. IF THE PAGES OF THE
DOCUMENT ARE LESS CLEAR YI'AN THIS STATEMENT IT IS DUE TO THE POOR

PHOTOGRAPHIC QUALITY OF THE DOCUMENT.
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